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Department of Transportation. Modifies and Clarifies the prohibition on motor vehicle
manufacturers and their subsidiaries from owning, operating or controlling a motor vehicle
dealership in Wisconsin.

Freese (3 [ 0O
DOT !

Motor vehicle manufacturers and their subsidiaries are prohibited by existing law from owning,
operating or controlling a motor vehicle dealership in Wisconsin, except under certain
circumstances.

This amendment modifies and clarifies this prohibition. These modifications or clarifications
include:

1. Adding statutory definitions of the terms "control", "operate" and "ownership interest".

2. Specifying the conditions under which a manufacturer may hold an ownership interest in a
dealership where there is a bona fide written agreement under which an independent operator of
the dealership will acquire full ownership of the dealership within eight years, unless the
Department of Transportation determines that there is good cause to permit a longer period of
completion of the acquisition.

The amendment also modifies the existing statute that gives motor vehicle dealers the right to
challenge their manufacturers’ refusals (o approve proposed changes in the dealership’s ownership
or management, transfers of dealership assets, relocations of the franchise or sharing of the
dealership’s facilities with another franchise.

The amendment will ensure that motor vehicle dealers have a right to a hearing on a
manufacturer’s refusal to approve a proposed action under all the circumstances.

None

Kelly Rindfleisch




“ 1 9 9 9 Date (time)

needed ' rer %97 ;¢
CAUCUS BUDGET AMENDMENT e .uui .
[ONLY FOR CAUCUS] o
4 et — @ C—
See form AMENDMENTS — COMPONENTS & ITEMS.
D@ —C—

CAUCUS AMENDMENT
TO ASSEMBLY SUBSTITUTE AMENDMENT 1
TO 1999 ASSEMBLY BILL 133

>>FOR CAUCUS SUPERAMENDMENT — NOT FOR INTRODUCTION<<

At the locations indicated, amend the substitute amendment as follows:

#. Page~line
#. Pag€.. \\line/7..:
#. Page ™~ lines

[rev: 6/14/99 1999DF15Caucus(fm)].2



ItkPGelS’ *t?

1999 - 2000 LEGISLATURE
PEN:emh:ch

RE D - EADY TIO

218.01 (2¢) (in 218.01 (2¢) (a) and 218.01 (2¢) (c); and fo create 218.01 (2)
(L), 218.01 (2¢) (am) and 01 (2¢) (cm) 2. of the s es; relating to: motor

vehicle dealers.

Analysis by the Legislative Reference Bureé
iminary draft. An analysis will be provided in a late

Thisis a

; k; 4 it 7

/ SECU’E‘IONI/T/ 18.01 (2) (L)‘%t the statlﬁes is created to read:
2342b0

218.01 (2) (L) 1. Words and phrases defined in sub. (2¢) (am) have the same

meaning in this paragraph.
2. The department may not issue a dealer license under this section, unléss the
department has determined that no factory will hold an ownership interest in or

operate or control the dealership or that one of the exceptions under sub. (2¢) (cm)

applies.
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3. If the applicant asserts that sub. (2¢) (cm) 2‘.lapplies, the department shall
require the applicant to provide a copy of the written agreement described in sub. (2¢)
(cm) 2. d.‘ for examination by the department to ensure that the agreement meets the
requirements of sub. (2¢) (cm) 2. v

4. If the division of hearings and appeals determines, after a hearing on the
matter at the request of the department or any licensee, that a factory holds an
ownership interest in a dealership or operates or controls a dealership in violation
of this subsection, the division shall order the denial or revocation of the dealership’s
license. 2291 L ("K

SECTION . 218.01 (2¢) (intro.) of the statutes is renumbered 218.01 (2¢) (bm)

and amended to read:

218.01 (2¢) (bm) A manufacture
& 5EC

thereof; factory shall not ewn;edirectly or indirectly, hold an ownership interest in

or operate or control a motor vehicle dealership in this state.
(cm) This subsection does not prohibit any of the following:
73715 +@
SECTION ﬁ[ 218.01 (2¢) (a) of the statutes is renumbered 218.01 (2¢) (¢cm) 1. and

amended to read:

218.01 (2¢) (cm) 1.
or—distributer—or-a—subsidiary-thereof,—of A factory from holding an ownership
interest in or operating a dealership for a temporary period, not to exceed one year,
during the transition from one gwner or dealer operator to another.

72 Lk
SECTION4. 218.01 (2¢) (am) of the statutes is crealed to read:

218.01 (2¢) (am) In this subsection:
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SECTION 4

1. “Agent” means a person who is employed by or affiliated with a factory or who
directly or through an intermediary is controlled by or under common control of a
factory.

2. “Control” means the possession, direct or indirect, of the power to direct or
cause the direction of the management or policies of a person, whether through the
ownership of voting securities, by contract or otherwise.

3. “Dealer operator” means an individual wflo is vested with the power and
authority to operate a dealership.

4. “Dealership” means a person licensed or required to be licensed as a motor
vehicle dealer under this section.

4m. “Department” means the department of transportation.

5. “Factory” means a manufacturer, distributor or importer, or an agent of a
manufacturer, distributor or importer.

6. “Operate” means to directly or indirectly manage a dealership.

7. “Ownership interest” means the beneficial ownership of one percent or more
of ariy class of equity intérest in a dealership, whether the interest is that of a
shareholder, partner, limited liability company member or otherwise. To “hold” an
ownership interest means to have possession of, title to or control of the ownership
interest, whether directly or indirectly through a fiduciary or an agent.

SECTION ﬁg 2181)1 (2Dc;.(b) of the statutes is repealed.

SECTION &4 218.01 (2¢) (c) of the statutes is renumbered 218.01 (2¢) (cm) 3. and
V100G
amended to read:

218.01 (2¢) (cm) 3. The ownership, operation or control of a dealership by a

ich factory that does

not meet the conditions under par—(a)-or(b) subds. 1. or 2., if the division of hearings



S S O N XS S

© o =2 o

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

1999 — 2000 Legislature -4 - LRB-3100/P1

PEN:cmh:ch
SECTION 6
and appeals determines, after a hearing on the matter at the request of any party,
that there is no prospective independent dealer available to own and operate the
dealership in a manner consistent with the public interest and that meets the

reasonable standard and uniformly applied qualifications of the manufacturer;

237 b ¥

SECTION e}é 218.01 (2¢) (cm) 2. of the statutes is created to read:

218.01 (2¢) (cm) 2. A factory from holding an ownership interest in a
dealership, if all of the following apply:

a. The dealer operator of the dealership is an individual who is not an agent
of the factory.

b. The dealer aperator of the dealership is unable to acquire full ownership of
the dealership with his or her own assets or in conjunction with financial
investments and loans from investors or lenders other than the factory holding an
ownership interest in the dealership.

c. The dealer operator of the dealership holds not less than 15 percent of the
total ownership interests in the dealership within one year from the date that the
factory initially acquires any ownership interest in the dealership.

d. There is a bona fide written agreement in effect between the factory and the
dealer operator of the dealership under which the dealer operator will acquire all of
the ownership interest in the dealership held by the factory on reasonable terms
specified in the agreement and that grants the dealer operator the right to acquire
all of the ownership interest in the dealership held by the factory not later than five
years after the effective date of the agreement.

e. The written agreement described in subd. 2. d. does not unreasonably restrict

the source of funds used by the dealer operator to acquire ownership interest in the
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SECTION 7
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dealership held by the factory. A restriction that requires the dealer operator to use
only funds that are received in the form of salaries, bonuses, dividends or other
payments to him or her as the dealer operator, or as the holder of an ownership
interest in the dealership, to acquire the factory’s ownership interest in the
dealership is considered unreasonable. ;

f. The written agreement described in subd. 2. d. provides fhat the dealer
operator will make reasonable progress toward acquiring all of the ownership
interest in the dealership, and the dealer is making reasonable progress toward
acquiring all of the ownership interest in the dealership.

g. Not more than eight years have elapsed since the factory initially acquired
its ownership interest in the dealership, unless the department, upon petition by the
dealer operator, determines that there is good cause to allow the dealer operator a
longer period to complete his or her acquisition of all of the ownership interest in the
dealership held by the factory and the longer period determined by the department
has not yet elapsed.

h. If the factory owns the real property at which the dealership is located, the
written agreement described in subd. 2. d. provides the dealer operator with the right
to purchase the real property from the factory for its fair market value at the time
that the dealer completes his or hér acquisition of the factory’s ownership interest
in the dealership and there is no obligation by the dealer operator to lease the real

property to the factory after the dealer operator purchase the | property.

L3y Lobwn/
SECTION% 218.01 (3x)Td) 1. of the statutes is repealg

(END)
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ARC:......Rindfleisch — #24, Auto manufacturers’ dealership practices
FOR 1999-01 BUDGET — NOT READY FOR INTRODUCTION

CAUCUS AMENDMENT
TO ASSEMBLY SUBSTITUTE AMENDMENT 1,
TO 1999 ASSEMBLY BILL 133

At the locations indicated, amend the substitute amendment as follows:

1. Page 1186, line 9: after that line insert:

“SECTION 2342bc. 218.01 (2) (L) of the statutes is created to read:

218.01 (2) (L) 1. Words and phrases defined in sub. (2¢c) (am) have the same
meaning in this paragraph.

2. The department may not issue a dealer license under this section, unless the
department has determined that no factory will hold an ownership interest in or

operate or control the dealership or that one of the exceptions under sub. (2c) (cm)

applies.
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3. If the applicant asserts that sub. (2c) (cm) 2. applies, the department shall
require the applicant to provide a copy of the written agreement described in sub. (2¢)
(cm) 2. d. for examination by the department to ensure that the agreement meets the
requirements of sub. (2c) (cm) 2.

4. If the division of hearings and appeals determines, after a hearing on the
matter at the request of the department or any licensee, that a factory holds an
ownership interest in a dealership or operates or controls a dealership in violation
of this subsection, the division shall order the denial or revocation of the dealership’s
license.

SECTION 2342bf. 218.01 (2¢) (intro.) of the statutes is renumbered 218.01 (2c)
(bm) and amended to read:

218.01 (2¢) (bm) A manufacturer—importer—or-distributoror-a-subsidiary
thereof, factory shall not ewn;, directly or igdirglg&ly, hold an ownership interest in
or operate or control a motor vehicle dealership in this state.

(cm) This subsection does not prohibit any of the following:

SECTION 2342bi. 218.01 (2¢) (a) of the statutes is renumbered 218.01 (2c) (cm)

1; and amended to read:

218.01 (2¢) (cm) 1. v
ordistributor—or-asubsidiary thereofof A factory from holding an ownership

interest in or operating a dealership for a temporary period, not to exceed one year,

during the transition from one owner or dealer operator to another.

SECTION 2342bL. 218.01 (2c) (am) of the statutes is created to read:

218.01 (2¢) (am) In this subsection:
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1. “Agent” means a person who is employed by or affiliated with a factory or who
directly of through an intermediary is controlled by or under common control of a
factory.

2. “Control” means the possession, direct or indirect, of the power to direct or
cause the direction of thg management or policies of a person, whether through the
ownership of voting securipies, by contract or otherwise.

3. “Dealer operator” means an individual who is vested with the power and
authority to operate a dealership.

| 4. “Dealership” means a person licensed or required to be licensed as a motor
vehicle dealer under this section.

4m. “Department” mcans the department of transportation.

5. “Factory” means a manufacturer, distributor or importer, or an agent of a
manufacturer, distributor or importer.

6. “Operate” means to directly or indirectly manage a dealership.

7. “Ownership interest” means the beneficial ownership of one percent or more
of any class of equity interest in a dealership, whether the interest is that of a
shareholder, partner, limited liability company member or otherwise. To “hold” an
ownership interest means to have possession of, title to or control of the ownership
interest, whether directly or indirectly through a fiduciary or an agent.

SECTION 2342bo. 218.01 (2¢) (b) of the statutes is repealed.

SECTION 2342br. 218.01 (2¢) (c) of the statutes is renumbered 218.01 (2c) (cm)
3. and amended to read:

218.01 (2¢) (cm) 3. The ownership, operation or control of a dealership by a
h factory that does

not meet the conditions under par—{a)er(b) subds. 1. or 2., if the division of hearings
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and appeals determines, after a hearing on the matter at the request of any party,
that there is no prospective independent dealer available to own and operate the
dealership in a manner consistent with the public interest and that meets the
reasonable standard and uniformly applied qualifications of the manufacturer;
importer-or-distributer factory,

SECTION 2‘342bu. 218.01 (2¢) (cm) 2. of the statutes is created to read:

218.01 (2¢) (cm) 2. A factory from holding an ownership interest in a
dealership, if all of the following apply:

a. The dealer operator of the dealership is an individual who is not an agent
of the factory.

b. The dealer operator of the dealership is unable to acquire full ownership of
the dealership with his or her own assets or in conjunction with financial
investments and loans from investors or lenders other than the factory holding an
ownership interest in the dealership.

c. The dealer operator of the dealership holds not less than 15 percent of the
total ownership interests in the dealership within one year from the date that the
factory initially acquires any ownership interest in the dealership.

d. There is a bona fide written agreement in effect between the factory and the
dealer operator of the dealership under which the dealer operator will acquire all of
the ownership interest in the dealership held by the factory on reasonable terms
specified in the agreement and that grants the dealer operator the right to acquire
all of the ownership interest in the dealership held by the factory not later thén five
years after the effective date of the agreement.

e. The written agreement described in subd. 2. d. does not unreasonably restrict

the source of funds used by the dealer operator to acquire ownership interest in the
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dealership held by the factory. A restriction that requires the dealer operator to use
only funds that are received in the form of salaries, bonuses, dividends or other
payments to him or her as the dealer» operator, or as the holder of an ownership
interest in the dealership, to acquire the factory’s ownership interest in the
dealership is considered unreasonable.

f. The written agreement described in subd. 2. d. provides that the dealer
operator will make reasonable progress toward acquiring all of the ownership
interest in the dealership, and the dealer is making reasonable progress toward
acquiring all of the ownership interest in the dealership.

g. Not more than eight years have elapsed since the factory initially acquired
its ownership intercst ’in the dealership, unlessthe departmént, upon petition by the
dealer operator, determines that there is good cause to allow the dealer operator a
longer period to complete his or hgr acquisition of all of the ownership interest in the
dealership held by the factory and the longer period determined by the department
has not yet elapsed.

h. If the factory owns the real property at which the dealership is iocated, the
written agreement described in subd. 2. d. provides the dealer operator with the right
to purchase the real property from the factory for its fair market value at the time
that the dealer completes his or her acquisition of the factory’s ownership interest
in the dealership and there is no obligation by the dealer operator to lease the real
property to the factory after the dealer operator purchase the real property.

SECTION 2342bw. 218.01 (3x) (d) 1. of the statutes is repealed.”.

(END)



